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PUBLIC SERVICE COMMISSION OF SOUTH CAROLINA
COMMISSION DIRECTIVE

ADMINLSTRATIVE MAITER

MOTOR CARRIER MATTER

UlILITIES MATTER

DATE June 12 2019

DOCKET NO. 201~94-WS
ORDER NO. 2019-424

THIS DIRECTIVE SHALL SERVE AS THE COMMISSION'S ORDER ON THIS ISSUE.

SU E

Into
Stafpresents for Gnnmhsion Consideration Sngdrcn emi BevedyNoller and h6chael andNancy Hshvlg,
Comphtuants/Padtloners v. Daufoslda Island Company, Incorporated, Defendant/Respondent

COMMIS 0 CTIO
As you may recaB, wc hed ths attorneys argee thejurisdtctkmal thrmboM issue before the Commhsion
earlier tMa year, se to whether or not tha Commission even iud subject-matterjarisBction to hear tide
dispute whme the parties sra meMng a monetary awanlbesul oa acontract issue,

Pm going to move that we diemim the case, ae the Public Service Commladccr does nothave tha statutmy
aatbodty to grantmonetmy damages, whish ls tbe relief represted in the pleadings. And as apart of Em
motion, I'd like to aM that tlm Commission, ofamuse, doeshave the authorityto deal with service-

acd termination hsues, and,~ as sput ofthe motkm, the dkenissal elmuM not result in
a~on of service to dtbar ofthe Compblnants'wddcncm duriog ths pendency ofthis contractual
dispete. Eo to thc extent that it is'wiQdn omjurlsdtcboual authority, I move that we stay anydiscounectbm
ofservice for the resMcuces in questtan, wbge tham contractual disputes arependintp
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DATE

DOCKET NO.

ADMINISTRATIVE MATTER

MOTOR CARRIER MATTER

UTIUTIES MATTER ORDER NO.

PUBLIC SERVICE COMMISSION OF SOUTH CAROLINA
COMMISSION DIRECTIVE

4ecw.„Iul Iy ZOIB dr~
THIS DIRECTIVE SHALL SERVE AS THE COMMISSION'S

a bn till Inco ated d -Smfia c fiwC
Gmshhoatlon the Complaluaats'ehthm for~ or Reeonshhrafion.

S 0
Oa Juae xs, by Oommimion ihdcr Ntx aoxtvdne,vm diemhued ths Complaiat of the Hafiem mul the Halwlgs against
Daufwdda Island UtiBty Company. On June sx, the Complalnsnts timelyfile a Pctitien for Reeonsbleration and/or

.'Iba Company did not fde a response to ths Peddcxx

llm Cmapbdnsnts state that the Ccmmbslon does hwejurhvfiction over tbc matter, because DIUC hsc fcficd to
provide adequate and proper water and sewer ssrvinu to ths Complslnsntc. However, DIUC began pmvldingwehr and
catrex'crvim co tbe honmownlus hx Dccealbw ofno xg. 1luc imoc has lrwgehxmllacn rendcrcd nxooh

a) 'ihe Gnnphdxmntn stats that the~n hasjlsdicfion tobear tide matter la mder to namdy therm of
DIUC to sabmitthe Cmtomar Service Agreement far approval (pmsasnt to 8JI Cade Reg, xog~x snd xos-yds) bcfme
itwas entcmd lato with Homemmsra Wbfic it h true that this CammMon has bmcd aufimrlty aver amuoval of
cwntracts entered into by regxdated entities, cvcm if the Commission were te find such scions weravtolcafim ofpropedy
ptomulgatwl rgalalions, that mnxld sdg not grant tlm Commhslon an aMBP itdoes not possess, La„we cannot grant
monetary damagm umhr an allcgxvfiyhwalid contract, and in tide Pefifion tha Complaiasnht ars saeldng monetary
darnafxm mxd that ualxxld ba for a wmrt ofcwnpelexxt~, nota proper nlsthu for Sxa South Catofina Public
Sexvtm Commiwdon.

S) The Compbdnsnts Miave ths Gunmladon has the ability to pmvids monetary damages to tba~tn In fact,
the complslnants cha s.C. coda Ann. sectkm sg-s-syo and Sectkm 68-tryxtx

Under wxyo, tha Commhslon certaialy does have the jurisdicthmal amhorgy to hear comphdnts pmperlybmogbt befoxe
ih However, in this case, mon«tery damages arebeing sought- and the Commission simply does not ham the aathodty
to greet such an avumL

The Commisshm does have authorityunder yxo to levy a fine or penalty against a cgtdsted ufifity tfthe uufity ic faglng
to show cause as to why it h not taldnf steps to prmride adtvtuate water snd sawer smvioa. Ss I menfioned wwfier,
servtca bss been and is continaing to be rendered to the Oomplainantn Evan lf that weren' that esse, any fines or
psnaltlec lmlwlbytids Commhudon go into the Genwal Fund ofthe Stats, not to the Compbinsntn

For these rearoas, I mom that the Complainants'etitioh for Rebearlog snd/or Reconsideration shouhl be deeded la its
wxtlrcty

PRESIDING: EgtRLOE SESSION: jjgBB)BI TIME: ICOS p.m.
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Nessa Nl out ~II Bdds marked wkh an astahkv,as they are requhert
Fagurato complma required Bdcb mayaurma delay Inrespondhm to yov.

abv

phone
Nombae

Wint utlgty/comp
complskuregcrdlngtv

What byouraccount numbwt

hreparwtaulhcdsedammctptrsonfortlraacamod Ives @NO

Flessecnelkmyeurcomphlntbdow, Be brlefas the Beld Isgralted to luna charaden. Futther dctal, Bneeded,
cert begellartd tahar ~ trlarlbw ofllw OBS stelfallrtactsprte

I

To sam orpdnt the fccm; dldcon thefavarprhtFdnn button bdow.
To

revanche

ferns, choose adobepOFvs yourprinter, then dkk print thbwgl bring up a menu addng Ivhareyou
wmtmmva the document toyourannputer. Onceyouhsve saved theform you can submit lt throughnrnugpr
prl'nt Itendfasormsg It te the OBS ming the krfarnagon Bacd at the top ofthb pago

Complntnnlda 00061
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BEFORE

THB PUBLIC SERVICE COMMISSION OF

SOUTH CARONIA

DOCKET NO. 20I8-364

Stephen and Bevenly Nailer and
Michael endNancy Halwig,

Ccmplatnants,

)
)
)
)

V. )
)
)

Daufuskie Island Utility Cc., Inc., )
Respondeat. )

DIRECT TESTIMONY OF

MICHAEL HALWIG

ON BEHALF OF COMPI AINANTS

ROA 046
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DAUIIISKIB ISLAND UIIIJIY COhdPANY, IHO.

cro OUASXBLLA ASSOOIATBS, IAO
6 Beectm 8trect, Suffe 200

Boston, hdA 02108
617423-7878

Mr. h Rsoe Josey, Esq.
Turner i Padget
319 Scnrlh 0'by Sb
P.O. Rox 5476
Florence SC29602

Demmber 10, 2019

Re: hucbsel snd Nancy Helwlg
46 Driftwood Omega lane
TPGLHlewo'3926.101

Dear gllr. Josatc

Dsufuske Ishnd Utglty company fcompany) wgl continue to preserve, malntaln and

provide service te sg mstamew within Rs service area, Indodlrur servka to the Halwlg pmperty.
The Driftwood sendce area has been snd continues to be monitored dally regarding the erosion

problem. In accordance with conversations with Mr. Oow snd nmubem of the office of
Regulatory Staf ofSouth Csndlna, we wig contfnue to provide utglty service ss orlglnsgy dedgned
snd In compRsnce with ag regulatory requframents.

It Is, however, theJlalwlg's responslbglty for an altemstlve extension of mains and

fedgtlesto provide water and omrer servfcs to their pmpsrty, sublact toour approval ofthe
design end construction. Tha costof any elternadvs would be the responslbglty of the Hslwlgs,

because It Is not sppmprlsts forthe Oompanvto Incur such costs wbkh would then be passed on
to Its other customers through the rate setting process. An altemstlve extendon wgl be

cons!dared underthe provlslons ofa 'cusnrmer Mein keanslon Fes'ontrach Reg. 103 s02 3, A

fee paid by a customer under s mntract entered Into by and bebveon tha uulgy and Its custnmer

prrwldlng termsfor the extension ofthe utggytr mains to sewke the customer'.

We woukb ofcoursrv workwlth the Hslwlss'ntrscurrto accompRsh en altemstlvs
extandon fram another kcatlon of our wdstlngdlstrlbm systwn.

GUASIHIA ASSOCIATES, tbc
MsnsgerofDIUC

MSter. Gusstegs
Vlcc Pmsldent-Opermfons

Oomplalnants 00035

ROA 047
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DAUFUSKIE ISLAND UTILITY COMPANY, INC.

DOCKET NO. 2018-364-W/S

Testimony of John F. Guastella

Before the South Carolina

Public Service Commission

Testimony Prepared: February 6, 2019

Hearing Date: February 28, 2019

15 services

14 Q. Have you previously testified before the South Carolina Public Service

17 Commission ("PSC")?

is A. Yes.

19 Q. Have you attached to this testimony a summary of your qualifications and

9 Q. Please state your name and business address.

10 A. John F. Guastella, 725 N. Highway A I A, Suite B103, Jupiter, Florida 33477.

11 Q. What is your occupation?

12 A. I am president of Guastella Associates, LLC ("GA").

13 Q. Briefly describe GA?

14 A. Guastella Associates provides utility rate, valuation and management consulting

m
l
m
O

0
2:

2»
O

l

n
F
m
02

o

0

'u

co
O
o

oi
O
I

U
O
CI

«D
CII

?.

Co

0
Ic

CCI
CD

0
co
CD

20

21

experience as well as a list of proceedings wherein you have testiTied as an

expert?

A. Yes. The document is Exhibit JFG 4.

Page 1 of 9
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sandbags and dumping tons of sand baddill, successive storms completed the

destruction and caused even further erosion. MPOA concluded that it cannot

reconsnuct or pmtect Driibvood Cottage Lane because it is not allowed to use the

materials necessary to ensure any permanence to the effort.

1 Q. What was the alteraative to providing water and sewer service to the

Complhinants7

7 A. Without the Drifbvood Cottage Lane madway, it became the responsibility of the

10

12

13

Complainants to enter into a main or service extension agreement with DIUC and

armnge for the consnuction of new mains that would connect to DIUC's nearest

existing mains. Pursuant to state regulations, a utility can charge a Customer Main

Extension Fee, which S,C. Reg. Ij 103-502.3 defmes as "A fee paid by a customer

under a contract entered into by and between the utiflity and its customer pmviding

terms for the extension of the utility's mains to service the customer."

agreement7

14 Q. What would be the appropriate cost responsibility under a main extension

O
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ia A. Under universally recognized nits settingpflinciples, regulated utilities must charge

17

18

19

20

21

its customers just and reasonable rates as approved by their regulatory agency.

Tariff rates for seivice include usage rates for connected customers as well as

availability rates, both of which are designed to cover the annual operating and

capital costs of pmviding service or having service available. In addition to

covering costs, the tariff mtes must be designed to reflect intergeneration equity so

that cunent and future customers pay their fair share of the cost of facilities

available to serve today's and tomorrow's customem. The rate setting principle of

0
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0
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1 equitable treatment among customers also applies to new extensions of mains and

2 facilities necessary to serve reasonablypermanent customers, forwhich charges are

3 not specific but instead based on a determination of the investmcnt a utility should

4 incur for the new extension that is comparable to its average investment to serve its

5 existing customers.

6 Q. Have you applied that analysis to the current facts?

7 A. Yes. On the basis of the position of the MPOA that there is no permanency to

8 support its replacement of the Driflwood Cottage Lane roadway, along with the

9 evidence of high tide intrusion around the Complainants'roperties, continuing

10 erosion, and recognition that other customers along Driftwood Cottage Lane have

ll abandoned their properties, the Complainants cannot be considered reasonably

12 permanent customers. Accordingly, no investment should be made by DIUC

13 because it is unlikely that the Complainants would generate ongoing revenues to

14 support an investment comparable to the average investment reflected in the rates

lll
m
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15 being paid by existing customers, thereby shifdng the risk of the cost recovery of

16 the investment from the Complainants to exishng customers thmugh future rate

17 setting. To proceed otherwise by volunteering to construct and/or absorb costs for

18 the construction and equipment (as sought by the Compfainants) would result in

19 unjust and unreasonable rates as to its other customers. Additionally, that result

20 would violate the rate setting principl o of equitable treatment among customers.

21 Q. Using the cost of the extension that has been installed pursuant to the

23

Customer Service Agreement between DIUC and the Camplainants, and in

order to provide a complete ream'd for the Commissiou's deliberations, have

Page 4 of 9
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DAUFUSKIB ISLAND UTILITY COMPANY, INC.

DOCKBTNO. 2018-364-WJS

Testimony ofMichael J. Ouastella

Before thc South Carolina

Public Service Commission

Testimony Prcpamd: February 6, 201 9

Hesriag Data: February 28, 2019

Q, Plcme state your name, business address, employer and title.

to A. Michael J. Gusstella, 725 North HighwayAIA, Suite B103, Jupiter, Plorida 33477.

11 I sm employed by Gumtella Associates, Inc. ("OA") snd my job titlo Is Vice

lQ m President ofOperations.

Q. WBI yoa brlegy describe GA2

in
m
ty
I

cv
to

ih
'a
r.
I

rn
O
to
"a

O
I

ty

A. Yes. Gusstclla Associates pmvides utility rats, valuation and management

15 conmlgng serviccu,

ts Q. What are your job duties2

17 A. I am msponsible for overseeing oporstions and management ofDsufuskio Island

ts Utility Co., Ino. ('73IUC").

ls Q. How long have you been worldng with DIUC2

uo A. I began working with DIUC in 2010, cnd have continued to do so since that timo.

21 Q. How have you organized your testlmony2

21 A. My testimmty H in tho customary question and answer format. I have also

assembled and hereby provide the Commission with oxhibits ss follmvst

Page 1 of25
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12

13

14

Michael Halwig, Nancy Halwig, and Beverly Noller. Each of the three

Complainants (Halwig, Halwig, and Nolier) provided the identical testimony

consisting of three (3) pages each.

15 Q. The Complaint states: "DIUC forced the Halwigs and Nollers to install

16 replacement water and sewer mains for all lots on Driftwood Cottage Lane

17 since they were destroyed by Hurricane Matthew." How do you respond to

18 that?

A. First, it is important to understand the geography of the area at issue. The

1 ~ Exhibit MJG-1 Oblique Aerial Photo

2 ~ Exhibit MJG-2 Letter from Josey to Guastella, November 10, 2015

~ Exhibit MJG-3 Labelled Map of Driftwood Cottage Lane

4 Also, it is my intent that these exhibits be incorporated into my testimony so that I

5 may rely upon them, where appropriate, as if fully set forth herein. My testimony

6 also cites to documents on file with the Commission in this docket. Pursuant to

7 S.C. Reg. $ 103-847, I have not pmduced additional copies of those documents as

8 exhibits to my testimony.

9 Q. Have you reviewed the Complaint and testimony of the Complainants

10 submitted in this matter?

A. Yes. I have reviewed the Complaint as well as the prefiled direct testimonies of

m
I
mn
0z
n

"ll
I

Ill
U
I

ro

Vl

0

I

con
0

ron
I

Cl
O
O

N
CI

I
I

"0

0

20

21

22

23

Complaint implies by stating "all lots on Driftwood Cottage Lane" that there are

other affected residents on Driftwood Cottage Lane. That is not true. Of the four

homes impacted, two have already been abandoned and they appear to be falling

into the sea. Only thc Complainants'omes remain. The photos attached to our

Page 2 of25
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1 Answer show the area at issue. Second, the water and sewer infrastructure was not

2 the only thing destroyed by Hurricane Matthew. After the hurricane there was no

3 Driftwood Cottage Lane to access the Complainants'omes. The road washed into

4 the sea. And this was, in fact, the second time Driibvood Cottage Lane was

5 destmyed by erosion.

Q. What is the area like now?

7 A. As shown in the photos submitted with DIUC's Answer, there are four houses on

8 Driftwood Cottage Lane (DCL, for short). Two houses have been abandoned.

9 Q. Have you attempted to obtain a photograph of what the area of DCL looked

10 like in the past?

11 A. Yes. Attached hereto as Exhibit MJG I is an image received from SCDHEC in

12

13

response to a FOIA request. It is entitled "Oblique Aerial, Beaufort County" and

indicates a flight date of Spring 2007. It shows generally the original locations of

15 area has significantly changed since then.

ts Q. Perhaps thatis a good place to start your testimony. Would you please provide

17 'he Commission with the background facts you believe might be helpful to the

18 determination of this matter?

19 A. Sure. One of the original developers of Daufuskie Island constructed Driftwood

14 Driibvood Cottage Lane and is consistent with my understanding of the facts. That
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Cottage Lane (DCL) and sold residential real estate lots on the ocean side as well

as the island side of DCL. Water and sewer in&ustructure were installed in the

easements and right-ofways adjacent to the madways. Over the following decades,

purchasers of property on DCL along with the on-island pmperty owners'age

3 of25
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10
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17

18

19

20

21

22

association gvlelrose Property Owners Association) fought to protect DCL from

erosion. The battle has been costly endeavor.

DIUC's current Chief Operator, Eric Johanson, began employment with the Haig

Point Utility in January 1999 and has worked on the island continually since that

time. During his earliest years of employment, he would often assist Melmse

Utility Co. with various operations and became familiar with the erosion of DCL.

The costly and ultimately losing battling against the eroding effects of the Atlantic

Ocean continued, and providing DCL's seaward lots with water and sewer service

remained a constant challenge. Preserving the infrastructure was difficult give the

erosion and safety was a concern, particularly with regard to sewer structures in the

In 2011 DCL was relocated to the area behind the residences at 29 and 33 DCL.

Utility infrastructure was reinstalled (at the Utility's expense). As the entity

responsible for maintain the roadway, MPOA paid for the relocation ofDCL.

Between 2011 and 2015, 29 DCL and the land beneath and around both 29 DCL

and 33 DCL eroded to the point that the homes were abandoned, At the time of

abandonment both these locations had lost significant ground to the erosion and

had lost both the utility mains and customer service lines that provided water and

sewer services to the homes. Current photos of the area are included in DIUC's

Answer. See DIUC Answer, 12-17-2018, at pp.3 to 6. At no time during those

years did the customers at 29 DCL and 33 DCL ask or expect DIUC to pmvide

erosion contml and/or protection from erosion to prevent the abandonment ofthese

properties. Even after relocating DCL, the MPOA continued to attempt to preserve
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10
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15
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17
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20
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23

the road. In the spring of 2015, the MPOA obtained a Department of Health and

Environmental Control (DHEC) Ocean and Coastal Resource Management

(OCRM) permit to construct approved protective devices, which consisted of

sandbags and backfill to protect the mad. The MPOA spent over $60,000.00 to do

so. Despite these costly protective devices, the erosion destroyed the road causing

the abandonment of 29 and 33 DCL. See Email, December 19, 2016, from Julie

Dilullo, MPOA President, to Mike Guastelia, Produced with DIUC's Response to

Complainants'irst Set of Discovery at DIUC 0140.

In the months leading up to October of 2015, the DCL roadway and its residential

lots continued eroding, especially during high tides. Significant portions ofthe land

were destroyed in October 2015 when historic rain storms and Hurricane Joaquin

battered the Island. South Carolina's Governor and President Obama declared a

National Emergency for South Carolina.

DIUC had been monitoring the water and sewer facilities serving the remaining two

residences on DCL (Halwig and Noller). During this time DIUC was especially

concerned about safety. Among other things, DIUC was obligated to prevent any

extmordinary inflow of ocean water into its sewer system because that could affect

the treatment process of collected wastewater. Thc lots on DCL presented a real

danger for the inflow of ocean water due to the constant assault of the tides, wind,

and erosion. Also, DIUC remained concerned about any possible loss of pressure

due to damage of its water distribution system because ofemsion by ocean. Losing

water pressure was a risk to DIUC's ability to provide safe and adequate service to

all its customers.
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In the last days of October 2015, Eric Johanson attended a rate case hearing before

the SC Public Service Commission (PSC). However, immediately after providing

his testimony Mr. Johnson had to be excused from the rate case hearing "to return

to the island to address some emergency issues." See Docket 2014-346-WS,

Hearing Transcript page 112, lines 10-14. DIUC's facilities had suffered extensive

damage from the severe rain event, high tides, wave action, and emsion. The

facilities and service at DCL had been rendered unsafe. Continuing to provide

service presented hazardous and dangerous conditions. In accordance with

applicable laws, including S.C. Reg.
IW

103-535, service was discontinued to 36 and

46 DCL, the residences owned by the Complainants Halwig and Noller. DIUC

notified the customers, and regulatory agencies then proceeded to attempt to

arrange for repairs. Ultimately, Terry Lee Contracting installed bell restraints

around the seams of the exposed portion oftheg" water main. Photographs of these

repairs are included with DIUC's Response to Complainants'irst Set ofDiscovery

at DIUC 0137. These repairs enabled DIUC to continue providing water and

sewer services to the customers, without jeopardizing the rest of the water and

sewer system.

During October 2015, DIUC received its first communications &om the

Complainant Halwig regarding 46 DCL. On October 14, 2015, Mr. Halwig

contacted DIUC through its website stating:
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The water and sewer pipes continue to erode behind the houses on
Driftwood Cottage. There needs to be an immediate plan to protect
those pipes. From my understanding there is an emergency order
that the Melrose POA obtained to create a temporary road for
emergency access which has now washed away. That allowed for
large sandbags to be placed. I am suggesting in addition to whatever
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plans you already have is to contact Tim Whitaker [...j who did the
work. He should be able to bring in those bags ASAP. Hc would
need to put down some sand to cross over to place them. I have
instructed my lawyer Rene Jose of Turner Padgett to begin
proceedings to compel the water company to run water and sewer to
our property across the golf course from thc homes on Martinagel
that have service if the service across Drifbvood is lost.

See DIUC's Responses to Office of Regulatory Staffs First and Continuing Audit

Information Request at DIUC 0009 to 0010.

Mr. Halwig essentially demanded that DIUC install erosion control devices (like

those that cost the MPOA $60,000) and then to relocate the water and sewer lines

to DLC. DIUC responded that "Though South Carolina is currently under a state

of emergency wc are doing everything in our means to continue service to your

water and sewer laterals." See DIUC's Responses to Offi of Regulatory

Staff's First and Continuing Audit hlformation Request at DIUC 0009 to 0010.

DIUC further explained, "We are continuing to provide uninterrupted service to all

customers in the Driftwood area. Our operators are monitoring the service main

daily and are working with outside contractors to pmtect the system." See DIUC's

Responses to Office of Regulatory Staffs First and Continuing Audit Information

Request at DIUC 0009 to 0010.

In sum, in 2015 while service was being provided, Mr. Halwig was asserting DIUC

should install new lines for a second time to DCL and that DIUC should be

pmviding the emsion contml devices for the road that the MPOA was no longer

providing.

At this same time Mrs. Halwig was also concerned about the fact that there was no

reliable access to DCL. She explained in an October 10, 2015, email to Ken Cmw:
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As we discussed this situation has been a multi year problem
exacerbated by the each spring and fall high tides. We have
repeatedly asked Pelorus and the Arnolds to maintain and to repair
their portions of the seawall. Unfortunately neither party has for
whatever reason been able to fulfill their obligations to maintain
their pmperties which has resulted in numerous blowouts and
ultimately major erosion of their pmperties. Their neglect has
impacted us with significant ongoing water damage and a need for
us to batt!e erosion of our property.

I" j
[Tjhe area south of the seawall has been completely degraded
extinguishing the paved access road, the lots, the temporary access
road and mnv the sewer and water pipes are exposed and are
imperiled.

As a result we are now landlocked by the golf course and logs which
were placed in front of our pmperties and the roadway along the
Noller properties.

We request a temporary easement for delivery of essential services
and for access to our home across the golf course between the 16th
green and the 17th tee box. We need a road that is solid enough to
hold the weight ofroutine service vehicles such as propane delivery,
garbage pick up and yard maintenance It also must be wide enough
for a fire truck, an ambulance, and equipment to repair the seawall
and replace sand. We realize the need for a madway that is attractive
and suggest crushed oyster shells over a roadbed of packed sand or
however such roads are constructed. Haig Point has several of these
type of roadways along their watertront

We would be willing to agree to cross the golf course at our own
peril and when crossing with a motorized vehicles to use only the
easement road. Our rental guests would be told and required to sign
a waiver of liability to both the course and to us for the peril of
crossing the course. We would tell them they will face fines and
actions against them by course management for failure to stay on the
easement road. We will require rental guests to sign and
acknowledge the rules, waive liability and to be made aware offines.

See DIUC's Responses to Office of Regulatory StafYs First and Continuing Audit

Information Request at DIUC 0001 to 0002,

In November 2015, DIUC received a letter from Rene Josey ofTurner Padget Law

Firm, dated November 10, 2015, who wrote on behalf of the Complainants. See
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Exhibit MJG-2. After receipt of this Icttcr, DIUC had communications with

members of the Office of Regulatory Staff (ORS), our (DIUC) wastewater

compliance inspector with DHEC, Penny Cornett, and phone conversations with

Ken Cmw. In these communications various aspects of the erosion situation and

its impact on water and sewer mains were discussed. DIUC was attempting to find

a resolution that it could complete within the limitations imposed upon it by law,

cost, and feasibility. Following these communications DIUC pmvided a letter to

Rene Josey, dated December 10, 2015, explaining DIUC's position, based on all

the input pmvided. See DIUC's Responses to Office ofRegulatory Staff's First and

Continuing Audit Information Request at DIUC 0019.

Neither thc Complainants nor Rene Josey responded to the letter. Throughout

2016, DIUC continued to pmvide service to the Complainants at 36 and 46 DCL.

Then, on October 7, 2016, the initial outer bands of Humcane Matthew began

making landfall in South Carolina, the heaviest and most hard-hitting effects of the

storm occurred through October 8 and had passed further north by October 9, 2016.

In the days leading up to Humcane Matthew, DIUC prepared its utility system

according to its emergency guidelines. On October 9, 2016, Eric Johanson gained

access to Daufuskie Island with an emergency pass and met with another DIUC

operator, Kevin Fitzpatrick. Mr. Fitzpatrick is a permanent resident of Daufuskie

Island and he had remained on the island during Hurricane Matthew. Both Eric and

Kevin began a full system inspection and site evaluation for damage due to the

storm. While in communication with emergency services and completing their

initial systematic evaluations, it was determined that there was a water main break
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1 in the distribution system. Suspecting the break to be at DCL, both operators

2 immediately made their way to DCL on foot. There were downed trees and

3 powerlines and other various debris prevented use of vehicle. At DCL they

4 discovered that a large portion of the beach and an even larger portion of DCL was

6 gone. As a result, even more of the previously reinforced 8" water main was

6 exposed.

7 Inspection revealed that the portion of the main reinforced in 2015 had withstood

8 the storm, but the water main formerly pmtected under the road (but now exposed)

9 had failed. The operators isolated a small section ofwater main by closing a valve

10 near the residence at 20 DCL. This remedial measure shut off services to three

12

13

properties on DCL — 22, 36 and 46. This action was conducted pursuant to

applicable laws and regulations, including S.C. Reg. ll 103-535.

Following my arrival on Daufuskie Island, I worked with DIUC operators,

14 emergency crews and volunteers. The amount of overall damage to the island was

16 extensive. During our evaluation and emergency response eiforts, which ended up

16 lasting weeks, the immediate and primary concern was keeping any and all

17 wastewater below ground so as to prevent hazardous and dangerous conditions.

1s Q. Did DIUC at this point in time determine that providing sewer service to the

19 Complainants'roperties would be hazardous or dangerous?

20 A. Yes.

21 Q. And is that why service was not provided again after late 20167
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the force main. It quickly bccamc apparent, as I noted in a November 14, 2016,

12 email communication with Chad Campbell of ORS, "Unless the mad and

13 surrounding area is restored and adequately protected from any future emsion, it

14 would not bc possible to reinstall the main at that location." See DIUC's Responses

15 to OBice of Regulatory StafFs First and Continuing Audit Information Request at

16 DIUC 0020.

17 Q. Did MPOA again rebuild the road and surrounding area after Hurricane

18 Matthew in late 2016?

19 A. No. The then pmsident oflvlPOA explainedthe decision in an email stating:

1 Q. What regulation does DIUC rely upon for denying service based upon its

2 conclusion that to do so would be hazardous or dangerous?

3 A. S.C. Reg, it 103-535 states that "Service may be refused or discontinued

4 [w]ithout notice in the event of a condition determined by the utility, the

5 commission by order, or the South Carolina Department of Health and

6 Envimnmental Control to be hazardous or dangerous."

Q. What happened after Hurricane Matthew?

8 A. In the weeks following Hurricane Matthew, DIUC spoke with Teny Lee

9 Contracting about the feasibility of conducting another repair to the damaged 8"

10 water main. Simultaneously, our operators were looking into repairs necessary to
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The Melrose POA has made extensive efforts to protect and repair
Drifbvood Cottage Lane. Unfortunately the Atlantic Ocean has
proved to be a Force we cannot compete with. At this time, most of
the road right of way and easement owned by the MPOA no longer
exists — it is under water. The MPOA has utilized every reasonable
option available to pmtect Driftwood Lane, but those options are
limited by what the Ocean Coastal Resources Management agency
will allow. The only temporary protective devices allowed by
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ORCM are sandbags and sand backfill. Alter finally receiving an
Bmergency Permit fm road protection, in the spring of 2015 we
spent over 260,000. installing heavy duty Geo ssndbags snd
dumping tons of sand backfill to proteot thc road. The king tides of
October 2015 washed most ofthat away and successive storms have
completed the destruction and caused even further emsion. The
MPOA cannot reconstruct or protect Drifiwood Cottage Lane
because it is not afiowed to use thd materials necessary to ensuiu sny
permanence to the effoit.

See Bmsii, December 19, 2016, fram Julia Dilullo, MPOA President, to Michael

Guastells, Produced with DIUC's Response to Complainsnts'irst Sct of

Discovery at D1UC 0140.

14 Q. Without a roadway and erosion protection on DCL, could DIUC install new

15 tnfiustructure to service 36 and 46 DCL2

1
') 17

18

19

service to the Nollar and Haturig houses would be to obtain a new utility easement

in an area that could be adequately protected from erosion or other threats. After

that, infiustrucnue would need to be designed and rebuilt; this would be a costly

16 A. No. There was no easement, ithad beenwashed away. The only way to connect
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endeavor to benefit only two ratepaycrs whose service use was likely to be very

21 short term. As noted in the prefiled testimony of John Gusstella, it was not

appropriate for DIUC to incm those costs for the benefit of two ratepayers. The

homes at issue lack any siguificsntpmtection fram emsion and equipment installed

vrould likely not last very long at all befmu again being destmyed by erosion.

23 Q. Did you discuss this situation with anyone from ORS2

26 A.

27 Q. Why did you do that2
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